
'^6^:> 

CADDO PARISH SEWERAGK DISTRICT NO. 2 

CADDO PARISH, LOUISIANA 

JUNK 30,2D 1J 

Under provisions cf state law. tnis report is a pub'iu 
document. A cccy of the report has ceer-subtritted to 
the entity ano o\';̂ -̂ ' appropna:e puofic dTcia's. The 
report is available for pjb'ic inspeciior. at the Baton 
Rouge office ofthe Legislative Auoitcr and. where 
appropnate. at tne office ofthe pansn clerK of court. 

Release Date F E B 0 1 2012 



CADDO PARISH SEWERAGE DISTRICT NO. 2 

CADDO PARISH, LOUISIANA 

TAHEliOFCONTGNTS 

AUDITED FINANCIAL STATEIVIBNTS 

Page 

Indcpsiiclent Auditor's Report 1-2 

Required Supplementaiy Information: 
Managemenl's Discussion and Analysis 3-6 

Audited Financial Suuemenls: 

Governmeni-Wide financial Statements: 

Statement of Net Assets 7 

Statement of Activilies S 

Fund Financial Statements: 

Balance Sheci-Proprietary Fund (Enterpiisc) 9 

Statement of Revenue. Expenses and Changes in 
Fund Net Assets-Proprietary Fund (Enterprise) 10-11 

Statement of Cash Flows-Proprietary Fund (Enterprise) 12 

Notes to the Financial Statements 13-16 

SUPPLEMENTARY INFORMATION 

Schedule ofhisurancc in Force (Unaudited) 17 

Schedule of Per Diem Paid to Board of Supervisois 18 



CADDO PARISH SEWERAGE DISTRICT NO, 2 

CADDO PARISH. LOUISIANA 

TAI3LE OF CONTENTS 

OTHER REPORTS 

Paec 

Report on Internal Control over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Financial Statements Performed 
in Accordance with Govenwient Auditing Standards 19-20 

Scheckile of Findings and Responses 21 

Schedule of Prior Year Findings 22 



AUDITED FINANCIAL STATEMENTS 



H E A I I D , M C E L R O Y , &: VESTAL, 
Ci:u I"11-1 !•:n P u u i \ c A c c t > u N yAN'rs 

3?i!i '!'"i"N\s Snut-.i, Sî iTi" l.S2> 
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'I'he Board of Supervisors 
Caddo Parish Sewerage District No. 2 
Caddo Parish, Louisiana 

Independent Auditor's Report 

Wc have uucliled the accoi^ipanying financial statcnicnts oftlie business-type aciivities and each major fvmd 
of Caddo Parish Sewerage District No. 2, a component unit ofthe Parish of Caddo, Louisiana as of înd for 
the year ended June 30, 2011, which collectively comprise the District's basic financial statements as listed 
in the table of contents. These financial statements are the responsibility of the Distnct's management. 
Our responsibility is to express an opinion on these financial statemenls based on our audit. 

Wc conducied our audit in accordance with auditing standards generally accepted in the United Slates of 
America and the standards applicable to financial audits contained in Governmeni Auditin}; Standards, 
issued by the Comptroller General of the United Slates. Those standards require thai wc plan and perform 
the audit to obtain reasonable a.ssurance about whether the financial statements arc free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amoirnts and 
disclosures in the financial statements. An audit also includes assessing the accountir)g principles used and 
the significant estimates made by management, as well as evaluating the overall financia/ statemeni 
presentation. We believe that our audit i)rovides a reasonable basis for our opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position ofthe business-type activities and each major fund of Caddo Parish Sewerage 
District No. 2 as of June 30, 2011. and tlie respective changes in financial position, and cash Hows, where 
applicable, thereof for the year llien ended in conformity v/ith accounting principles generally accepted in 
the United States of America, 

In accordance with Government Auditing Standards^ we have also issued our icporl dated December 27, 
2011 on our consideratioii of the District's internal control over financial reporting, and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. 
The purpose of that report is to describe the scope of cur testing of internal control over financial reporting 
and compliance and the results of that testing, and not lo provide an opinion on internal control over 
financial reporting or on compliance. That report is an integral part of an audit performed in accordance 
with Government Auditing Standards and should be considered in assessing the results of our audit. 

Accounting principles generally accepted in the United States of America reciuire that the management's 
discussion and analysis on Pages 3 through 6 be presented to supplement the basic fmancial slalements. 
Such information^ although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appj'opriate operational, economic, or historical context. Wc have applied 
certain limited procedures to the required suppiemeniary information in accordance with audiling standards 
generally accepted in the United Slates of America, wKich consisted of inquiries of management about the 
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methods of preparing the information and cojnparing ttie information for consistency with management's 
responses to our inquiries, the basic financial statements, and olher knowledge we obtained during oui' audit 
of the basic financial statements. We do not express an oi)inion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence toexpiess an opinion 
or provide any assurance. 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the Caddo Parisli Sewerage District No. 2's financial statements as a whole. The supplementary 
information, except for the Schedule of Insurance in Force, on which we express no opinion, as listed in the 
table of contents, is presented for purposes of additional analysis and is not a required part ofthe fmancial 
statements, Such information has l)een subjected to the auditing procedures applied in the audit of the 
financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial statements 
or to the financial statemenls themselves, and other additional procedures in accordance wilh auditing 
standards generally accepted in the United States of America. In our opinion, tiie information is fairiy 
staled in all material respects in relation to the financial statements as a whole. 
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REf^yiRED SUPPLEMENTARY INFORMATION: 

MANAGEMENT'S DISCUSSION 

AND ANALYSIS 



MANAGEMENT'S DISCUSSION AND ANALYSIS (UNAUDITED) 

Our discussion and analysis of Ihe financial performance of Caddo Parish Sewerage District No. 2 provides 
an overview of the District's financial activilies for the fiscal years ended June 30, 2011 and 2010. Please 
read it in conjunction with the District's financial statements, which begin on Page 7. 

FINANCIAL HIGHLIGHTS 

The District's nel assets decreased by $129,765 or 26%. 

The Distnct's total revenues were $287,552 in 2011 compared to $286,879 in 2010. 

During the year ended June 30, 2011, the District had total ex[x;nses, including depreciation, of $417,317. 

USING THIS ANNUAL REPOKT 

This annual report consists of a series of financial statements. The Statemeni of Net Assets and tlie 
Statement of Activities (on Pages 7 and 8) provide information about the aciivities of the District as a 
whole. Fund financial statemenls start on Page 9. Fund financial statements report the District's 
operations in more detail than the goveniment-widc statements by providing infonnation about tJie 
District's most significant fimds. The District is a component unit of the Parish of Caddo, Louisiana 
because the Parish must approve all officials appointed to the District's Board of Supervisors. The 
accompanying financia! .statements present information only on the funds maintained by the District. 

Keportiiig the Funds Maintained by the District us a Whole 

The Statement of Net As.scts and the Statement ofActivities 

The Statement of Net Assets and the Statemeni of Activities report information about the funds maintained 
by the District as a whole and about its activilies. These statemenls include all as.sets and liabilities using 
the accrual basis of accounting, which is similar to the accounting used by most private-sector companies. 
Accrual of the curreni year's revenues and expenses are taken into accoufit regardless of when casli is 
received or paid. 

These two statements report the District's net a.s'sets and changes in them. The District's net assets - the 
difference between a.sscts and liabilities - are one way to measure the District's financial health, or financial 
position. Over time, increa.ses or decreases in the District's net assets are one indicator of whether its 
financial health is improving or dcieriorating. 

In the Statemeni of Net Assets and the Statement of Activities, we record the funds maintained by the 
District as business-type activities: 

Business-iypc activilies - revenues earned, resources provided for, and expenses incurred for the provision 
of sewerage services lo the District's general public. 



Reporting the Funds Midntaincd hy ihc District 

Our analysis ofthe major funds maintained by the District begins on Page 9. The fund financial statemenls 
provide detailed information about the funds maintained by the District. The District's funds use the 
following accounting approaches. 

Proprietary fund - All of the District's expenses incurred for the provision of sewerage services arc reported 
in a proprietary fund, which focuses on measuring the total costs, including depreciation, of the service, and 
primarily recovering those costs through user charges or other revenue sources. This fund is reported 
using the accrual basis of accounting, which measures revenue when earned and expenses when incurred. 

THE FUNDS MAINTAINED BY THE DISTRICT AS A WHOLE 

The District's total net assets changed from a year ago, decreasing from $504,378 to $374,613. Our 
analysis below focuses on key elements ofthe total funds for the 2011 and 2010 fiscal years. 

Table 1 
Net Assets 

Govern mem-Wide Activities 

2011 2010 

Current assets 
Capital assets 
Other assets 

Total assets 

134,346 
574.915 

2^81 
711.742 

211,118 
667,520 
2,480 

881,118 

Current liabilities 
Noncurrent liabilities 

Total liabilities 

61,001 
276,128 
337,129 

58,328 
318.412 
376,740 

Net assets: 
Investments in capital assets 
Resiricted for debl service 
Unrestricted 

Total net assels 

574,915 
15,384 

(215,686) 
374.613 

667,520 
21,444 

(184.586) 
._504J_18. 

Nel assets ofthe funds maintained by the District decreased by $129,765. 



Table 2 
Change in Net A.sscts 

Government-Wide Activities 
2011 !0I0 

Revenues 
Charges for services 
Ad valorem taxes 
Other 

Total revenues 

180,051 
104,439 

3.062 
287,552 

,82,288 
99,367 

5,224 
286,879 

Expenses 
General governmental 

(Decrease) in net assets 

417,317 

X12£265) 

556,606 

(269J21) 

For the funds maintained by ilie District, total revenues increased $673 from total revenues in 2010 of 
$286,879, to total revenues of $287,552 in 201 L Service revenues decreased $2,237, from service 
revenue in 2010 of $182,288 to service revenue of $180,051 in 2011. 

In addition, ad valorem tax revenues increased by $5,072 as a result of millage increase in 2010. Other 
revenue declined by $2,162 as the result of a decrease in interest income. 

Total expenses ofthe l^istrict decreased by $139,289 in 2011, resulting from a decrease in sewer line repair 
cost of $129,146. 

CAPITAL ASSETS 

At the end of 2011, the District had invested $574,915 in capital assets from tho.se funds inaintained by the 
District. 

l\ihle 3 
Capital Assets At Year K\\{.\ 

Govenmicnt-Widc Activities 

Office furniture and fixtures 
Office equipment 
Building and improvements 
Sewerage collection system 
Treatmcnl and disposal plant 

Less-accumulated depreciation 

Real estate and right-of-ways 

2011 2010 

4,299 
19,070 
50,132 

1,075,803 
1,194,361 
2,343,665 

(1.825,001) 
518,664 
56.251 

_.....57.4.9.15. 

4.299 
19,070 
50,132 

1,075,803 
1.194,361 
2,343.665 

(I.732..396) 
611,269 
56.251 

....667,52(] 

'here were r.o capital asset additions during 2011 or 2010. 

http://tho.se


CERTlITCA'i'ES OF INDEBTEDNESS 

The District issued new certificates of indebtedness in the amount of $400,000 in July 2009. In addition to 
paying the costs of issuance, the debt proceeds were used to pay off the outstanding principal balance of 
$96,000 on the 2003 ceitificates. and to help finance the cost of sewer line repairs. After regularly 
scheduled debl service payments of $41,283 in principal and $11,611 in interest, the District's outstanding 
certificates of indebtedness amounted to $318,412 al June 30. 2011. 

CON! ACTING THE DISTUId'S FINANCIAL MANAGEMENT 

This financia! rejjort is designed to provide our citizens and taxpayers with a general overview of the 
finances for those funds maintained by the District and to show the District's accountability for the money it 
receives. If you have questions about this report or need additional financial information, contact Caddo 
Parish .Sewerage Disiiict No. 2 at 4126 Rainier, Shreveport, Louisiana, 71107. 



CADDO PARISH SEWERAGE DISTRICT NO. 2 

STATEMENT OF NET ASSETS 

JUNE 30, 2011 

Business-Type 
A S S E T S Activities 

Curreni iL -̂icts: 
Cash and cash equivalents-Note 5 77,557 
Certificales of deposit 32,973 
Accounts receivable 14,734 
Prepaid expenses 9.082 

Total cuirent assets 134.346 
Property, plant and equipment 574,915 

Utility deposits 2,481 

Total assets 711.742 

LfABlLITIGS AND NET ASSETS 

Liabilities: 

Accounts payable 5,367 
Customer deposits 13,350 
Cuirent portion of certificate of indebtedness 42,284 

Tota! current liabilities 61,00! 
Certificate of indebtedness-less current portion 276jJ_28 

Total liabilities 337,129 

Net assets: 
Invested in capita! assels 574,915 
l^estrictcd for debl service 15,384 
Uniesiricted (215.686) 

Total net assets 374^613 

Total liabilities and net as.scis 711.742 

The accompanying notes are an integral part ofthese financial statements. 



CADDO PARISH SEWERAGE DISI'RICT NO. 2 

STATEMENT OF ACTIVITIES 

FOR THE YEAR ENDED JUNE 30. 201 I 

Expenses; 
Business-type activities; 

Sewerage services 

Total expenses 

Business-Type 
Activities 

399,640 

399,640 

Program revenue; 
Charges for services 

Net revenue 

General revenue: 
Ad valorem taxes 
State revenue sharing 
Interest 

General expenses; 
interest expense 

Change in net assets 

Net as-sets-beginning of year 

Net a.ssels-end of year 

180,051 

(219,589) 

104,439 
2,046 

_ 1.016 
107,501 

17.677 

(129,765) 

504.378 

-•;374.61.3 

The accompanying notes are an integral part of these financial statements. 



CADDO PARISH SEWERAGE DISTRICT NO. 2 

BALANCE SHEET-PROPRIF/I'ARY FUND 

JUNE 30. 2011 

A S S E r̂ S 

Cash and cash equivalents-Note 5 
Cash restricted for debt service 
Certificates of deposit 
Accounts receivable 
Prepaid expenses 
Property, plant and equipment-Note 3 
Utility deposits 

Total assels 

LIABILHTES AND NET ASSETS 

Enterprise 

62,173 
15,384 
32,973 
14,734 
9,082 

574,915 
2.481 

711.742 

Liabilities: 
Accounis payable 
Customer deposits 
Certificate of indebtedness-Note 4 

Total liabilities 

Net as.scts; 
Contributions from other funds 
Accumulated deficit 

Total net assels 

5,367 
13,3.50 

318,412 
337,129 

1,189,385 
(814.772) 
374,613 

'fotal liabilities and net assels 7I_L742 

The accompanying notes are an integral part of these financial statcmcnis. 



CADDO PARISH SEWERAGE DISTRICT NO. 2 

STATEMENT OF REVENUE. EXPENSES AND CHANGES IN FUND NET ASSETS-

PROPRrEfARY FUND 

FOR THE YEAR ENDED JUNE 30. 2011 

Operating revenues; 
Sewerage fees 
Account activation fee 
.Service charge foe 
Other 

Total operating veveaucs 

Operating expen.ses; 
Accounting and auditing fees 
Attorney fees 
Bad debt expense 
Board of supervisors' fees 
Contract labor 
Data processing 
Depreciation 
Dues and subscriptions 
Education expense 
Insurance 
Laboratory fees 
License and permits 
Line rentals 
Mi.scellaneous 
Office supplies 
Payroll taxes 
Plant supplies 
Postage 
Repairs and maintenance 
Salaries 
Security 
Telephone 
Treatment pinni operation contract 
Utilities 

Total operating expen.ses 

(Loss) jVoinopenitions 

Enterprise 

161,820 
490 

10,212 
7.529 

180,051 

9,193 
5,394 
1,423 
3,300 
7,905 
1,713 

92,605 
250 

1,179 
18,567 
2,370 
1,003 

250 
11,025 
4,500 
3,430 
4,790 
1,697 

136,129 
48,800 

1,443 
5,667 

13,497 
23.510 

399.640 

(219,589) 

The accompanying notes are an integral part ofthese financial statements. 
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CADDO PARISH SEWERACJH DlS'fRlCTNO. 2 

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN FUND NET ASSETS-

PROPRIETARY FUND 

FOR THE YEAR ENDED JUNE 30. 2011 

Nonoperatint; revenues: 
Ad valorem taxes-Note 2 
Stale revenue sharing 
Interest 

Total nonoperating revenues 

Nonoperating expen.ses: 
Interest 

Clianue in net assets 

Net assets ((ieficit)-beginniim of year 

Net assets (deficiil-end of year-Note 5 

Enterprise 

104,439 
2,046 
1.016 

107,501 

17,677 

(129,765) 

(685.007) 

(814.772) 

The accompanying notes are an integral part ofthese financial statemenls. 
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CADDO PARISH SE\\TtRAGE DISTRICT NO. 2 

STATEMENl̂  OF CASH FI..OWS-PROPRIETARY FUND 

UOR THE YEAR ENDED JUNE 30.2011 

1,851 
3,321 
4.067 

(2.395) 

Hnlcrpri.se 

Cash Hows from operating activities: 
(Los.s) from operations (219.589) 
Adjustments lo reconcile (loss) from operations to net 

cash (used) by operating activities: 
Depreciation and amoviization 92,605 
Changes in assets and liabilities; 

Accounts receivable 
Prepaid expenses 
Accounts payable 
Customer deposits 

Net cash (used) by operating aciivities (120,140) 

Cash Hows from noncapital financing activities: 
" Taxes collected" ' 104,439 

Slate revenue sharing 2.046 
Net cash provided by noncapital financing aciivities 106,485 

Cash fiows from capital and reJaled financing activilies: 
Interest paid (17,677) 
Payments on bond principal (41,283) 
Nel change in cash restricted for debt .service 6,060 

Net cash (used) by capital and related financing activities (52,900) 

Cash fiows from investing activities: 
Certificates of deposit 955 
Receipts of interest 1,016 

Net cash provided by investing activities L91.[. 

Net (decrease) in cash and cash cguivaicnts (64,584) 

Cash and cash equivalents-beginning of vear 126.757 

Cash and cash equivalents-end of vear 62.123. 

'fhe accompanying notes are an integral part of these financial statements. 

12 
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CADDO PARISH SEWERAGE DISTRICT NO. 2 

NOTES TO THE FINANCIAL S^l'ATEMENTS 

JUNE 30, 2011 

Suninnu'y of Significant Accountiiit; Policies 
The accounting and reporting policies of Caddo Parish Sewerage District No. 2 ("the District") 
confonn to accounting principles generally accepted in the United States of America, as applicable to 
local governments. Such accounting and reporting procedures also conform to the requirements of 
Louisiana Revised Siatutes and to the guidelines set forth in the Louisiana Governmental Audit Guide. 

The District's financial slalements are prepared in conformity with accounting principles generally 
accepted in the United States of America. The Governmental Accounting Standards Board (GASB) 
is responsible for establishing GAAP for stale and local governments through its pronouncements 
(Statements and Interpretations). The more significant accounting policies established in GAAP and 
used by ihe District are discussed below. 

In June 1999, the Governmental Accounting Standards Board (GASB) issued Statement No. 34, Iktsic 
Financicd Statements - afid Management's Discussion and Analysis - for Stale a/ul Local 
Governments. Certain significant changes in the Statemeni included the following: 

The financial statemenls now include: 

o A Management Discussion and Analysis (A-ID&A) section providing an analysis of the 
District's overall financial position and results of operations, 

0 Financial .statements prepared using full accrual accounting for all of the District's 
activities. 

These and other changes are refiecied in the accompanying financial statements (including notes to the 
financial statemenls). The District was required lo implement the general provisions of the SlateineiU 
in the year CIKM June 30, 2002. 

The following is a summary of certain significant accounting policies: 

A, Financial Ucpoi'tiiig Entity 

Tiie District is a component unit of the Parish of Caddo, Louisiana. The financial statements 
include all funds which are conlrolled by or are dependent on the District's Board of 
Supervisors. Control by or depetidence on ihe Parish was determined on the basis of taxing 
authority, authority to issue debt, election or appointment of governing body, and other 
general oversight responsibility. 

B. Basic Einancial Statcinents-Governnient-Wide Statements 

The Sewerage District's basic financial statements include both government-wide (reporting 
the funds maintained by the Di.strict as a whole) and fund financial statemenls (reporting the 
District's major funds). Both the government-wide and fund financia! statements categorize 
primary activities as either governmcntai or business type. Accordingly, the District's 
.sewerage usage and connection functions, including related debt service, are classified as 
busincss-lypc activities. 

13 



1. Summarv of Significant Accounting Policies (Continued) 

In tlie government-wide Statement of Net Assets, the business-type aciivities column is 
reported on a full accrual, economic resource basis, which recognizes all long-term assets and 
liabilities. The District's nel assets are reported in three parts - invested in capital asscis, 
restricted net as.sets, and unrestricted net assets. 

The government-wide Statement of Activities reports both the gross and net cost of the 
District's funclions. Tlie functions are also supported by general government revenues. The 
Statement of Aciivities reduces gross expcn.scs (including depreciation) by related program 
revenues, which inusl be directly a.s.socialcd with the fimclion. 'fhe net costs (by function) are 
normally covered by general revenue. 

This government-wide focus is more on the sustainability of the Sewerage District as an cnlity 
and the change in the District's net assets resulting from tlie current year's aciivities. 

C. Basic Einancial Statements-Fund Financial Statements 

The accounts of the District are organized on the basis of funds. The operations of each fund 
are accounted for wilh a separate set of .self-balancing accounts that compri.se its assets, 
liabilities, fund equity, revenues, and expenditures, or expenses, as appropriate. Government 
resources are allocated to and accouiitcd for in individual funds based upon the purposes for 
which they are lo be spent and the means by which spending activities are controlled. The 
District reports only one fund in the financial statements in this report as follows: 

Proprietary Eund 

Enterprise Fund - The Enterprise Fund is used lo account for operations (a) that are financed 
and operated in a manner similar to private business enterprises where the intent of the 
governing body is that the costs (expenses, including depreciation) of j>roviding goods or 
services to the general public on a continuing basis be financed or recovered primarily through 
u.ser charges; or (b) where the governing body has decided that periodic determination of 
revenues earned, expenses incurred, and/or net income is appropriate for capilal maintenance, 
public policy, management control, accountability, or olher i)urposes. Under the provisions 
of GASB Statement No. 20, the District has elected not to follow Financial Accounting 
Standards Board guidance issued subsequent to November 30, 1989. 

D. Basis of Accounting 

Basis of accounting refers lo the point at which revenues or expenditures are recognized in the 
accounts and reported in the financial statements. It relates to the timing of the measurements 
made regardless of the measurement focus applied. 

All governmenlal funds in the govcnimcnt-wide financial statemenls are presented on the 
accrual basis of accounting. Revenues arc iccogiiized when earned and expenses are 
recognized when incurred. 

Revenues of the District consist principally of ad valorem taxes and fees for services lelating 
to sewerage services. Interest income is rccoidcd when earned. Fees for services are 
recorded when earned. 

14 
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L Stinnn;irv of Significant Accounting Policies (Continued) 

E. Fixed A.sseti> and Long-Term Liabilities 

All proprietary funds are accounted for on a cost of services or "capilal maintenance" 
measuiemcnt focus. This means that all assets and all liabilities (whether curreni or 
noncurrent) associated wilh their activity are included on their balance sheets. Their reported 
fiind equity (net total assets) is segregated into contributed capilal and retained earnings 
components. Proprietary fund type operating statements present increa.ses (revenues) and 
decreases (expenses) in net total assels. 

All fixed asscis arc stated al historical cost. Depreciation of all exhaustible fixed assets used 
by proprietary funds is charged as an expense against their operations. Accumulated 
depreciation is reported on proprielary fund balance sheets. Depreciation has been provided 
over the estimated useful lives using tlie straight-line method. The estimated useful lives by 
type of asset arc as follows: 

Treatmcnl and disposal plant 20-50 years 
Sev/cr collection system 10-50 years 
Equipment 5-15 years 
Office furniture and fixtures 15 years 

Long-tenn liabilities expected to be financed from the operations ofthe enterprise fimd are 
accounted for in that fund. 

E. Cash and Cash Equivalents 

Cash and cash equivalents includes ail cash on deposit with maturities when acquired of three 
months or less. 

G. Capitnli/'iition of Construction Period Interest 

Tiie amount of interest cost capitalized is equal to the average amount of accumulaled 
expenditures multiplied by the average interest rate on the general obligalion bonds 
outstanding for the period during which construction occurs, 

H. Useof Estimate.s 

Management u.ses estimates and assumptions in preparing financial slalements. Those 
estimates and assumptions affect the reported amounls of assets and liabilities, the di:sclosure 
of contingent assets and liabilifies, and rcpoitcd revenues and expenses. Actual results could 
differ from lho.se estimates. 

2' Ad Valorem THXCS 
Ad valorem taxes are lecorded as received. Such taxes are levied by the District in November of each 
calendar year and are due by December 31 of that year on the as.ses.sed valuation of properly located 
within the District's boundaries. Hence, even though taxes for January I through June 30 are 
measurable as of June 30, they do not meet the "availability" criteria for accrual since they are not due 
within 60 days of the District's fiscal year-end. Accordingly, such taxes are nol recorded until 
received. 

15 
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2. Ad Vnlorem Taxes (Contiiuied) 

During the year ended June 30, 2011, ad valorem taxes received weie based on 2010 net taxable value 
of $6,348,000. The total millage rate for Liie calendar year 2010 was 16.98 mills, all of which was for 
maintenance and operations. 

3. Pronerty, Plant and Eouinmcnt 
The following is a summary of properly, plant and equipment accounts and related accumulated 
depreciation: 

Office furniture and fixtures 4,299 
Office equipment 19,070 
Building and improvements 50,132 
Sewerage collection .system 1,075,803 
Treatment and disposal plant i.194.361 

2,343,665 
Less-accumulated depreciation (1,825,001) 

518,664 
Real estate and right-of-ways 56.251 

574.915 
4. Certiilente of Indebtedness 

On July 16, 2009, the District .sold .$400,000 of certificate of indebtedness for the pm-pose of refunding 
the outstanding balance of the Series 2003 certificates of indebtedness and financing sewer line 
extensions. Outstanding certificates of indebtedness amount to $318,412 at June 30, 2011, with 
interest at the rate of 4,85%. Future required debt service payments, including interest of $80,696, are 
as follows at June 30, 2011: 

2012 
2013 
2014 
2015 
2016 
2017-2018 

Debt 
Pavmenls 

42.284 
43.309 
44.360 
45,435 
46,537 
96,487 

Interest 
Payments 

15,443 
13,392 
11.292 
9,140 
6,937 
7,047 

57,727 
56,701 
55,652 
54,575 
53,474 

.103.534 

318.412 612.5.1 _.18L663 

'fhe certificate of indebtedness is secured L̂iy tlie excess of annual revenues of the District above 
statutory, necessary and usual charges in each fiscal year during which the certificate is outstanding, 
and any other legally available excess revenues of the District. 

Ciish 
Cash amounls on deposit did not exceed J'DIC insured limits at June 30, 2011. 

Custodial ctedit risk is the risk that, in the event of a financial institution failure, the District's deposits 
might not be lecovered. The District currently has no policy to require collateralization wilh 
securities owned by ihc pledging insiiuuion for tliose amounts of deposits in excess of federal 
depository insurance amounts, as it monitors its deposits lo determine that they remain within 
insurance limits. 
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C A D D O PARISH SEV/ERAGE DISTRICT NO. 2 

SCHEDLILE OF INSURANCE IN F O R C E 

JUNE 30, 2011 

Coverage 

General liability 

Employee dishonesty 

Computer insurance 

Building coverage (4126 Rainier) 

Vehicle liability 

Directors and officers liability 

Terrorism 

-.-25,000 

lo.ooa 

40,aQp 

LOQO.OOO 

•.L0O.Q.QDO 

1.000.000 

UNAUDITED 
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CADDO PARISH SEWERAGE DISI'RICT NO. 2 

SCHEDUT..E OF PER DIEM PAID TO BOARD OF' SUPI.{RViSORS 

FOR THE YEAR ENDED JUNE 30. 2011 

Board Member 

Kecnan Borland 

James Anderson 

Larry Dale Jackson 

Jay Waalk 

Gerald Fussell 

Total per diem paid 

Meetings 
Attended 
.Î .cgj.i.lar, 

12 

12 

ll 

12 

8 

Total 
Per Diem 

720 

720 

660 

720 

480 

_3.300 
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December 27, 201 

The Board of Supervisors 
Caddo Parish Sewerage District No. 2 
Caddo Parish, Louisiana 

Report on intemal Control Over Financial Reporting and on 
Compliance and Olher Matters Based on an Audit of Financial Statements Perfonned 

in Accordance with Governmou Aitditin.a Standards 

We have audited the accompanying financial statements ofthe business-type aciivities and the major fiind 
of Caddo Parish Sewerage District No. 2 (the District), a component unit of the Caddo Parish Conunission, 
as of and for the year ended June 30, 2011, which collectively comprise the District's basic financial 
statements, and have issued our report thereon dated December 27, 2011. Wc conducted our audit in 
accordance with auditing standards generally accepted in the United Slates of America and the standards 
applicable to financial audits contained in Government Audiling; Standards, issued by the Comptroller 
General of the Uniled States. 

TntcrnnJ Control Over Einancial lieporting 
In planning and performing our audit, we considered the District's internal control over financial reporting 
as a basis for designing our audiling procedures for the purpose of expressing our opinion on the financia! 
statements, bul not for the purpose of expressing an opinion on the effectiveness of the District's internal 
control over financial reporting. Accordingly, wc do not express an opinion on the effectiveness of the 
District's internal control over financial reporting. 

Our consideration of internal control over financial reporting was for the limited purpose described in the 
preceding paragraph aud was not designed lo identify all deficiencies in internal control over financial 
reporting that niighl be significant deficiencies or material weaknesses and therefore, there can be no 
assurance that all deficiencies, significant deficiencies, or material weaknes.ses have been identified. 
1-lowever, as described in the accompanying schedule of findings and responses, we identified certain 
deficiencies in internal control over financial reporting that we consider to be material weaknesses. 

A deficiency in iniernal control txlsis when the design or operation of a control docs not allow management 
or employees, in the normal course of performing their assigned fiinclions, to prevent, or detect and correct 
misstatements on a timely basis. A material weakness is a deficieriCy, or a combination of deficiencies, in 
internal control such tliat there is a reasonable possibilily that a material misstatement of ihe entity's 
financial slalcments will not be prevented, or detected and corrected on a timely basis. Wc consider the 
deficiency described in the accompanying schedule of findings and responses as item 2011-01 to be a 
jnaterial wca!<Mess. 

F-iVlV 
A !'mn-t:ssu)N.\i. ,Si:i{vic:i:s FIKM 

!i!iKI\ r;tH)ur • ,VI(̂ .••̂ ;|U>l: • [")|.l.iM n u w . l i n u v p a . t o n i \V(-:}i A D H I U - S S 
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Compliance and Other Matters 
As part of obtaining reasonable assurance about wlicther the District's financial statetnents are free of 
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, 
contracts and grant agreements, noncompliance with which could have a direcl and material effect on the 
determination of financial statement amounls. However, providing an opinion on compliance wilh those 
provisions was nol an objective of our audit and, accordingly, we do not express such an opinion. The 
results of our tests disclosed no in.stances of noncompliance or olher matters that arc required to be reported 
under Government Auditing Standards. 

This report is intended for the information and use of the meinl)crs of the Board of Supervisors, 
management, and others within the organization and is nol intended to be and should not be used by anyone 
other than these specified parties. 

mdM(̂ Mutu udd,iic 
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CADDO PARISH SEWERAGE DISTRICT NO. 2 

SCHEDULE OF FINDINGS AND RESPONSES 

FOR TFTE YEAR ENDED JUNE 30. 201 I 

A. Summary of Audit Results 

1. The auditor's report expresses an unqualified opinion on the financial statements of Caddo Parish j 
Sewerage District No. 2. ' 

2. One deficiency is reported, which is a material weakness. i 

3. No instances of noncompliance with laws and regulations are reported. j 

4. Caddo Parish Sewerage District No. 2 was not subject to a Federal Single Audit for the year j 
ended Juno 30, 2011. ; 

B. Findings - Einancial Stntenient Audit j 

No. 2011-01 Auditor Preparation of Financial Statements 

As is common in small operations, management has chosen lo engage the auditor lo propose 
certain year-end adjusting join-nal entries and to prepare the District's annual financia! 
statements. Consistent with this decision, internal controls over the preparation of year-end 
adjusting entries and annual financial statemenls, complete wilh notes, in accordance with 
generally accepted accounting principles have not been established, nor does management 
have the ability to perform these functions in-house. Under generally accepted audiling 
standards, this condition represents a control deficiency that is also considered lo be a 
material weakness in internal controls. This condition is intentional and results from 
management balancing the entity's financial complexity with the appropriate level of 
accounting expertise. Il is nol cost effective for the District to prepare its annual financial 
statements in-house. 

Whether or not it would be cost effective to cure a conlrol deficiency is nol a factor in 
applying SAS i I5's reporting requirements. Because prudent management requires that the 
potential benefit from an internal control must exceed its cost, it may nol be practical to 
correct ail deficiencies reported under SAS 115. In this case both managemeni and the 
auditor do not believe that curing the maierial weakness described above is cost effective or 
practical and, accordingly, do not believe that any correclive aclion is necessary. 



CADDO PARISH SEWERAGE DISTRICT NO. 2 

SCHEDULE OF PRIOR YEAR FINDINGS 

FOR THE YEAR ENDED JUNE 30. 2011 

No. 2010-01 Aticljlor Preparation of Financial Statements 

Repeated as Finding 2011-01. 
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